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§3560.402

initiate the special servicing actions
described in subpart J of this part.

§3560.402 Loan payment processing.

(a) Predetermined Amortization Sched-
ule System (PASS) requirements. All
loans, except the loans specified in
paragraph (c) of this section, must be
closed and serviced using the PASS.

(b) Required conversion to PASS. Bor-
rowers with Daily Interest Accrual
System (DIAS) accounts must convert
to PASS whenever a loan servicing ac-
tion on the account involves a change
in the loan rates or terms or whenever
a subsequent loan to the borrower is
closed.

(c) Exceptions. Seasonal farm labor
housing loans and on-farm labor hous-
ing loans may be closed on DIAS,
monthly, or annual payment schedules.

§3560.403 Account servicing.

(a) Payment due dates. Lioan or other
payments due to the Agency are due on
the first day of each month unless oth-
erwise established in the debt instru-
ment or other agreement executed with
the Agency.

(b) Payment application order. Loan
payments will be applied to the bor-
rower’s account in the following order
of priority:

(1) Amortized audit receivables. (i.e.,
amounts due to the Agency, over a pe-
riod of time, as a result of a finding
from an audit or other monitoring ac-
tivity.)

(2) Unamortized audit receivables.
(i.e., amounts due to the Agency, in a
lump sum payment, as a result of a
finding from an audit or other moni-
toring activity.)

(3) Late fees. (i.e., amounts due to the
Agency as a result of late payments.)

(4) Amortized recoverable costs. (i.e.,
amounts due to the Agency, over a pe-
riod of time, as a result of Agency pay-
ments made on behalf of a borrower for
housing project related expenses such
as taxes or insurance premiums.)

(56) Unamortized recoverable costs.
(i.e., amounts due to the Agency, in a
lump sum payment, as a result of
Agency payments made on behalf of a
borrower for housing project related
expenses such as taxes or insurance
premiums.)
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(6) Overage. (i.e., amounts due to the
Agency as a result of a tenant’s tenant
contribution being higher than basic
rent.)

(7) Interest. (i.e., amounts due to the
Agency as a result of scheduled inter-
est on a loan and as a result of interest
charged on unpaid delinquent principal
amounts.)

(8) Principal. (i.e., amounts due to
the Agency as the loan principal.)

(9) Advance payments. (Any funds re-
maining after disbursement of a pay-
ment to all other payment priorities
will be applied to the borrower’s ac-
count as an advance regular payment
unless a borrower specifically des-
ignates, in writing, another applica-
tion.)

(c) Late fees. If payments on a bor-
rower’s account, under PASS, are more
than $15 delinquent after the close of
business on the 10th day after the pay-
ment due date, a late fee will be
charged to the borrower’s account.

(1) Late fees charged to a borrower’s
account will equal 6 percent of the
total regular payments due as specified
in any promissory notes, assumption
agreements, or reamortization agree-
ments related to the borrower’s ac-
count.

(2) Late fees are a borrower expense
and must not be paid from housing
project funds.

(3) The Agency may waive late fees
for circumstances beyond a borrower’s
control and when a waiver is deter-
mined by the Agency to be in the best
financial interest of the Federal Gov-
ernment.

(d) Interest on unpaid overdue prin-
cipal. On the first day of the month fol-
lowing a payment due date, the Agency
will charge interest at the note rate on
any unpaid principal payment due ac-
cording to the loan’s amortization
schedule (i.e., interest will be charged
on delinquent principal). The interest
charged on the unpaid principal pay-
ment due will be charged to the bor-
rower in addition to the scheduled in-
terest due on payments according to
the loan’s amortization schedule.

§3560.404 Final loan payments.

(a) Payoff statements. At the bor-
rower’s request, the Agency will pro-
vide a statement indicating the pay off
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